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SUBJECT: VIEWS OF FANFANI AND RUMOR ON POLITICAL AND ECONOMIC 

SITUATION 

REF: ROME 12165 

L I TALKED ON SEPTEMBER 18 WITH PRIME MINISTER RUMOR AND ON SEPTEMBER 

17 WITH DC PARTY SECRETARY FANFANI TO GET THEIR VIEWS ON THE CUR- 
RENT POLITICAL AND ECONOMIC SITUATION PRIOR TO MY RETURN TO WASHING- 
TON FOR THE VISIT OF PRESIDENT LEONE. 

2. LEONE VISIT FANFANI STRONGLY EXPRESSED THE HOPE THAT BOTH 
PRESIDENT FORD AND SECRETARY KISSINGER WOULD EMPHASIZE TO PRESI- 
DENT LEONE AND FOREIGN MINISTER MORO OUR STRONG STAND AGAINST COMM- 
MUNIST PARTICIPATION IN THE GOVERNMENT. THIS IS A MESSAGE WHICH 
FANFANI LIEUTENANTS ALSO HAVE PASSED TO EMBASSY OFFICERS IN RECENT 
DAYS. WHILE THERE IS EVERY INDICATION FANFANI HOPES TO USE THE 
"ANTI-HISTORIC COMPROMISE" ISSUE TO STRENGTHEN HIS OWN POSITION IN 

THE DC AND THE PARTY'S ELECTORAL SITUATION, I BELIEVE IT IS 
APPROPRIATE AND USEFUL (AS STATED REFTEL) FOR US TO REITERATE 
OUR VIEWS ON THIS MATTER ALONG THE LINES EXPRESSED TO LEONE 
AND RUMOR DURING THE SECRETARY'S JULY 5 VISIT. 

3. COALITION PROSPECTS-BOTH RUMOR AND FANFANI TOLD ME 

THEY WOULD LIKE TO AVOID A FULL-BLOWN GOVERNMENT CRISIS THIS 
FALL. FANFANI FELT THAT THE GOVERNMENT MIGHT SURVIVE AWHILE 
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CABINET RESHUFFLE. HOWEVER. HE STATED THAT TO CARRY OUT THE 
PROGRAM HE WOULD LIKE, A NEW GOVERNMENT WOULD BE NECESSARY 
WITH AT LEAST 5 OR 6 NEW FACES, HOPEFULLY INCLUDING SOME MEN 
WITH TECHNICAL BACKGROUNDS. FANFANI BELIEVES THAT CONSIDERATION 
MUST BE GIVEN TO THE POSSIBILITY OF EARLY POLITICAL ELECTIONS 
IN THE EVENT THAT THE SOCIALISTS CAUSE TOO MUCH TROUBLE. HE 
IS UNSURE, HOWEVER, WHETHER THE DC WOULD BE READY FOR 
ELECTIONS WITHIN THE NEXT FEW MONTHS AND WHETHER THE CHURCH 
WOULD BE ABLE TO HELP. ONE POSSIBILITY HE SAID, WOULD 
BE TO POSTPONE THE SCHEDULED SPRING REGIONAL ELECTIONS AND 
HAVE AN EARLY POLITICAL ELECTION AT THAT TIME. I FOUND RUMOR 
PREDICTABLY MORE FEARFUL OF EARLY ELECTIONS THAN FANFANI. 

RUMOR IS NOT AT ALL SURE THAT THE DC WOULD BE READY TO PUT 
ON AN EFFECTIVE ELECTORAL CAMPAIGN IN THE NEAR TERM, ALTHOUGH 
HE SAID HE OCCASIONALLY USES THE THREAT OF EARLY ELECTIONS 
IN HIS BARGAINING WITH THE SOCIALISTS. (ACTUALLY, OF COURSE. 

THIS THREAT WOULD BE UNLIKELY TO CUT MUCH ICE WITH THE PSI AS 
MANY OF THEIR LEADERS FEEL THAT THEY WOULD FARE A GOOD DEAL 
BETTER THAN THE DC IN AN ELECTORAL TEST.) RUMOR MENTIONED 
THAT ALTHOUGH THE SOCIALISTS ARE SOMETIMES HARD TO WORK WITH 
HE HAS DEVELOPED A VERY GOOD RELATIONSHIP WITH MINISTER FOR 
SOUTHERN DEVELOPMENT MANCINI. HE EXPRESSED THE HOPE THAT 
MANCINI'S INFLUENCE IN THE PSI WILL INCREASE AS HE FEELS 
MANCINI CAN BE HELPFUL IN HOLDING THE COALITION TOGETHER AND 
IN CARRYING OUT THE GOVERNMENT S ECONOMIC PROGRAM. 

4. RELATIONS WITH PCI-BOTH FANFANI AND RUMOR EXPRESSED 
OPTIMISM THAT THE PCI CAN BE KEPT OUT OF THE GOVERNMENT AND 
THE COALITION. FANFANI SAID THAT THE OVERWHELMING MAIORITY 
OF DC LEADERS ARE AGAINST PCI PARTICIPATION. HE AND RUMOR 
AGREED THAT THE PSI LEADERSHIP IS AWARE THAT THEY WOULD BE 
FATALLY SQUEEZED IF THE DC AND PCI JOINED HANDS AND THERE- 
FORE DO NOT FAVOR PCI GOVERNMENTAL PARTICIPATION. 

5. ITALY'S ROLE IN NATO-I TOLD BOTH RUMOR AND FANFANI 

OF MY CONCERN ABOUT THE RECENT LEFT-WING CAMPAIGN TO IN- 
FLUENCE PUBLIC OPINION AGAINST NATO AND ESPECIALLY AGAINST 
ANY INCREASED NATO COMMITMENT BY ITALY. I TOLD THEM THAT 
IF THE CAMPAIGN WERE SUCCESSFUL IT COULD DAMAGE OUR EFFORTS 
TO KEEP THE ALLIANCE ALIVE AND VIGOROUS. IN PARTICULAR 
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ITALY'S DEFENSIVE ABILITY AND HER ABILITY TO COUNTER ANY 
THREAT FROM ACROSS THE ADRIATIC FOLLOWING TITO'S DEPARTURE 
FROM THE SCENE WOULD BE JEOPARDIZED. I TOLD THEM THAT MORE 
PEOPLE IN THEIR PARTY OUGHT TO SPEAK OUT ON THE ISSUE, AS 
THERE HAD SO FAR BEEN FEW EXPRESSIONS OF PUBLIC SUPPORT FOR 
NATO IN RESPONSE TO THE RECENT CAMPAIGN. RUMOR ARGUED THAT 
THE ANTI-NATO CAMPAIGN WAS HAVING LITTLE EFFECT AND THAT IT 
MIGHT BE "COUNTER"PRODUCTIVE'' TO STIMULATE MORE DISCUSSION 
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ON THE SUBJECT. HOWEVER, HE AGREED THAT FUTURE OPPOSITION 
EFFORTS TO SMEAR NATO OR ITS PURPOSES WOULD BE COUNTERED. 

(MY IMPRESSION IS THAT THE DC LEADERS HAVE BEEN RETICENT 
IN SPEAKING OUT ON THE MATTER FOR FEAR OF PROVOKING ADDI 
TIONAL POLEMICS WITH THE SOCIALISTS AND PCI. I BELIEVE 
THEY SHOULD BE PRODDED A BIT TO SET THE PUBLIC RECORD 
STRAIGHT ON THE VITAL INTEREST ITALY HAS IN ACTIVE PARTICL 
PATION IN THE ALIANCE.) 

7. ECONOMIC AND LABOR SITUATION-BOTH RUMOR AND FANFANI 
EXPRESSED THE BELIEF THAT THE GOVERNMENT'S ECONOMIC 
STABILIZATION PROGRAM IS GOING QUITE WELL. THEY WERE BOTH 
CONCERNED, HOWEVER, ABOUT WHETHER OR NOT THE GOVERNMENT CAN 
RESIST LABOR UNION DEMANDS FOR MULTI-BILLION DOLLAR IN 
CREASES IN WAGES AND PENSIONS. RUMOR SAID THAT UNFORTUNATELY 
THE CISL IS PRESSING EVEN HARDER THAN THE CGIL FOR THESE 
INCREASES. HE AND FANFANI WERE BOTH VERY CRITICAL OF CISL 
SECRETARY STORTI FOR THIS. HOWEVER, NEITHER BELIEVES THAT STORTI 
COULD EASILY BE REMOVED, ALTHOUGH FANFANI HAS CLEARLY BEEN 
TOYING WITH THE IDEA OF TRYING TO DO SO. RUMOR DID NOT FEEL 
THAT A SPLIT IN CISL IS LIKELY OR THAT THE NEW SPLINTER 
UNION COULD SUCCEED IF A BREAK WERE TO TAKE PLACE. VOLPE 
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